FROM N.E.P. TO DECEMBER  1924
The authorities realized the urgent necessity to introduce a
balanced budget, but in 1921 no budget could be drafted as the
structure of the State Economy was undergoing radical changes,
i.e. returning to a monetary system. An "experimental budget"
was introduced for the first nine months of 1922 which had to be
revised three times. The next budget, 1922-23 (October i, 1922,
to September 30, 1923) was covered to the extent of 29-5 per cent
by the issue of paper money, but the budget, 1924-25, was
balanced. A decree was issued prohibiting, as from August i,
1924, the issuing of paper money for budgeting purposes.
Mr. Arthur Ransome, on returning from Russia in August
1924, wrote:
"I asked the Commissar of Finance to tell me in what precisely, from
his point of view, the money reform consisted. He replied at once: In
the fact that the budget is now in order.* He does not mean by that
that his budget would satisfy Mr. Snowden, but simply that it has been
brought from the region of fantastic fairy tale into that in which normal
financiers can at least understand each other. It is now a budget capable
of being critically examined, and no longer a mere lamentable account
of the Russian means of temporizing with the deluge by the addition
of ever-increasing floods of paper money. Hitherto they were never
able to see more than a month ahead, and often had to bring in supple-
mentary estimates and set the printing press working overtime after
a fortnight. Now they have a three-monthly budget, and at the end of
this month the Commissar of Finance will have the personal triumph
of introducing the first budget to cover a whole year, and a budget in
which, he believes, they will be able to cover their deficit without the
issue of fairy gold in the shape of paper money."1
Equal success was registered in connection with the currency.
The State Bank was founded in October 1921, and at the end of
1922 preliminary steps were taken to establish a new stable
currency, the chervonetz. For a time two currencies existed side
by side, the new chervonetz and the old Soviet roubles; but the
Government decreed, March 10, 1924, the suspension of the latter
and their redemption up to May i, 1924, at the rate of fifty thousand
to the chervonetz.
1 Manchester Guardian^ August 26, 1924.